FILED

MAR 0 6 2012
SECRETARY, BOARD OF
BEFORE THE BOARD OF OIL, GAS AND MINING OfL, GAS & MINING
DEPARTMENT OF NATURAL RESOURCES
STATE OF UTAH
IN THE MATTER OF THE REQUEST FOR AGENCY
ACTION OF KERR-MCGEE OIL & GAS ONSHORE L
LP FOR AN ORDER EXTENDING THE BOARD’S FINDINGS OF FACT,
ORDERS IN CAUSE NOS. 241-1, 241-2, 241-4, 241-5 CONCLUSIONS OF LAW AND
AND 241-8 ESTABLISHING 160 ACRE DRILLING ORDER
AND SPACING UNITS FOR THE PRODUCTION OF
GAS (INCLUDING COALBED METHANE) FROM Docket No. 2012-005
THE FERRON FORMATION IN PORTIONS OF
SECTIONS 15, 22, 23 AND 26, TOWNSHIP 14 Cause No. 241-09
SOUTH, RANGE 10 EAST, SLM, CARBON
COUNTY, UTAH

This Cause came on for hearing before the Utah Board of Oil, Gas and Mining
(the “Board”) on Wednesday, January 25, 2012, at the hour of 9:00 am., in the
Auditorium of the Utah Department of Natural Resources Building in Salt Lake City.
The following Board members were present and participated at the hearing: Chairman
James T. Jensen, Jean Semborski, Jake Y. Harouny, Ruland J. Gill, Jr., Kelly L. Payne,
Chris D. Hansen and Carl F. Kendell. The Board was represented by Michael S.
Johnson, Esq., Assistant Attorney General.

Testifying on behalf of Petitioner Kerr-McGee Oil & Gas Onshore LP (“KMG”)
were Shea S. Kauffman — Landman, Randy H. Caber — Geologist, and Ricardo Pefia, Jr. —
Reservoir Engineer. Mssrs. Caber and Pefia were qualified and recognized by the Board
as experts in geology and petroleum engineering, respectively, for purposes of this Cause.
Relma M. Miller, Esq., of and for Beatty & Wozniak, P.C., appeared as attorney for

KMG.



Participating on behalf of the Division of Oil, Gas and Mining (the “Division™)
was Brad Hill — Oil and Gas Permitting Manager. Steven F. Alder, Esq., Assistant
Attorney General, appeared as attorney on behalf of the Division. The Division testified
in support of KMG’s Request for Agency Action filed in this Cause (the “Request™). No
other party filed a response to the Request and no other party appeared or participated at
the hearing.

The Board, having considered the testimony presented and the exhibits received
into evidence at the hearing, being fully advised, and for good cause, hereby makes the
following findings of fact, conclusions of law and order in this Cause:

FINDINGS OF FACT

1. KMG is a Delaware limited partnership in good standing and authorized to
conduct business in the State of Utah. It is duly bonded with all appropriate State of Utah
and Federal agencies relevant to this cause. KMG is a wholly owned subsidiary of
Anadarko Petroleum Corporation.

2 KMG is a lessee and owner of operating rights in the following Carbon
County, Utah lands:

Township 14 South, Range 10 East, SLM

Section 15: SE%

Section 22: EY%
Section 23: WY

Section 26: N%



(hereinafter the “Subject Lands”). The Subject Lands comprise, in part, the area
commonly referred to by KMG as the “Cardinal Draw” area.

3. As of the date of the hearing, the Subject Lands were not subject to any
spacing order of the Board.

4, KMG has drilled and operates numerous wells in Cardinal Draw which
produce from the Ferron formation.

5. By its Orders in Cause Nos. 241-1, 241-2, 241-4, 241-5 and 241-8 (the
“Prior Orders”), the Board has consistently established 160-acre drilling and spacing
units for gas (including coalbed methane) production from the Ferron Formation in lands
adjacent and contiguous to the Subject Lands.

6. The Ferron formation, consistent with the Prior Orders, is defined for
purposes of this Request as:

the stratigraphic equivalent of the interval between 1,968 feet
below the surface to 2,214 feet below the surface as shown in
the density log for the Birch A-1 well located in the SWY of
Section 5, Township 14 South, Range 10 East, SLM.

7 The Ferron Formation underlying the Subject Lands is a sequence of
interbedded coals, carbonaceous shales and sandstones, all of which contribute to
production from KMG wells in Cardinal Draw. The geologic exhibits and testimony

reflect that: (1) coal thickness is thinning toward the east; (2) the C Sand interval, KMG’s

main reservoir target in this area, demonstrates good lateral continuity; and (3) the



combination of limited internal heterogeneity and lateral continuity of the sands results in
a reservoir that exhibits good lateral and vertical connectivity.

8. The Ferron formation, including coals and surrounding sands, constitutes
one pool for gas in the Subject Lands. One well will efficiently and economically drain
approximately 160 acres.

9. The establishment of 160 acre (or substantial equivalent thereof) drilling
and spacing units for the Ferron formation underlying the Subject Lands will allow for
the orderly development of the Subject Lands, will prevent waste in the drilling of
unnecessary wells, will adequately protect the correlative rights of all affected parties,
will result in the greatest recovery of the resource and is just and reasonable.

10.  Each such unit should be comprised of a governmental quarter section, or
lots substantially equivalent thereto, and the permitted well for each such unit should be
drilled no closer than 460 feet from the outer boundary of said unit and no closer than
920 feet from any other well drilling to or capable of producing gas from the Ferron
formation as so defined, except as may otherwise be permitted by administrative action
for topographic, cultural, archaeological, environmental or geologic reasons or other
good cause shown in accordance with Utah Admin. Code Rule R643-3-3.

11. A copy of the Request was mailed, postage pre-paid, certified with return
receipt requested, and properly addressed to all mineral, leasehold and production interest
owners in the Subject Lands. The mailings were sent to said parties at their last addresses

disclosed by the relevant BLM and County records and KMG’s internal records.



12.  Notice of the filing of the Request and of the hearing thereon was duly
published in the Price Sun Advocate on January 3, 2012, and in the Salt Lake Tribune
and the Deseret Morning News on January 1, 2012.

13.  The Board voted unanimously to grant the Request.

CONCLUSIONS OF LAW

1. Due and regular notice of the time, place and purpose of the hearing was
properly given in the form and manner as required by law and the rules and regulations of
the Board and Division.

2. The Board has jurisdiction over all matter covered by the Request and all
interested parties therein, and has the power and authority to render the order herein set
forth pursuant to Utah Code Ann. §§40-6-5(3)(b) and 40-6-6(6)(b).

3. KMG has sustained its burden of proof, demonstrated good cause, and
satisfied all legal requirements for the granting of the Request.

ORDER

Based upon the Request, testimony and evidence submitted, and the findings of
fact and conclusions of law stated above, the Board hereby orders:

1. The Request in this Cause is granted.

2. 160 acre (or substantial equivalent thereof) drilling and spacing units are
hereby established for the Subject Lands for the production of gas, including coalbed

methane, from the Ferron formation as defined herein.



3. Each such unit shall be comprised of the governmental quarter section (e.g.,
NE) or lots and quarter-quarter sections substantially comprising the same.

4. The permitted well for each such unit shall be located no closer than 460
feet from the outer boundary of said unit and no closer than 920 feet from any other well
drilling to or capable of producing gas from the Ferron formation as so defined, except as
may otherwise be permitted by administrative action for topographic, cultural,
archaeological, environmental or geologic reasons or other good cause shown in
. accordance with Utah Admin. Code Rule R649-3-3.

5. Pursuant to Utah Admin. Code Rules R641 and Utah Code Ann. §63G-4-
204 to 208, the Board has considered and decided this matter as a formal adjudication.

6. This Order is based exclusively on evidence of record in the adjudicative
proceeding or on facts officially noted, and constitutes the signed written order stating the
Board’s decision and the reasons for the decision, all as required by the Administrative
Procedures Act, Utah Code Ann. §63G-4-208 and Utah Administrative Code Rule R641-
1009.

vl Notice re: Right to Seek Judicial Review by the Utah Supreme Court or to

Request Board Reconsideration: As required by Utah Code Ann. §63G-4-208(e) - (g),

the Board hereby notifies all parties in interest that they have the right to seek judicial
review of this final Board Order in this formal adjudication by filing a timely appeal with
the Utah Supreme Court within 30 days after the date that this Order issued. Utah Code

Ann. §§63G-4-401(3)(a) and 403. As an alternative to seeking immediate judicial



review, and not as a prerequisite to seeking judicial review, the Board also hereby notifies
parties that they may elect to request that the Board reconsider this Order, which
constitutes a final agency action of the Board. Utah Code Ann. §63G-4-302, entitled,
“Agency Review - Reconsideration,” states:

(1)(a) Within 20 days after the date that an order is issued for which review
by the agency or by a superior agency under Section 63G-4-301 is
unavailable, and if the order would otherwise constitute final agency action,
any party may file a written request for reconsideration with the agency,
stating the specific grounds upon which relief is requested.

(b) Unless otherwise provided by statute, the filing of the request is not a
prerequisite for seeking judicial review of the order.

(2) The request for reconsideration shall be filed with the agency and one
copy shall be sent by mail to each party by the person making the request.

(3)(a) The agency head, or a person designated for that purpose, shall issue
a written order granting the request or denying the request.

(b) If the agency head or the person designated for that purpose does not
issue an order within 20 days after the filing of the request, the request for
reconsideration shall be considered to be denied.

Id. The Board also hereby notifies the parties that Utah Admin. Code Rule R641-110-
100, which is part of a group of Board rules entitled, “Rehearing and Modification of
Existing Orders,” states:
Any person affected by a final order or decision of the Board may file a
petition for rehearing. Unless otherwise provided, a petition for rehearing
must be filed no later than the 10th day of the month following the date of
signing of the final order or decision for which the rehearing is sought. A

copy of such petition will be served on each other party to the proceeding
no later than the 15th day of the month.

Id. See Utah Admin. Code Rule R641-110-200 for the required contents of a petition for



Rehearing. If there is any conflict between the deadline in Utah Code Ann. §63G-4-302
and the deadline in Utah Admin. Code Rule R641-110-100 for moving to rehear this
matter, the Board hereby rules that the later of the two deadlines shall be available to any
party moving to rehear this matter. If the Board later denies a timely petition for
rehearing, the party may still seek judicial review of the Order by perfecting a timely
appeal with the Utah Supreme Court within 30 days thereafter.

8. The Board retains continuing jurisdiction over all the parties and over the
subject matter of this cause, except to the extent said jurisdiction may be divested by the
filing of a timely appeal to seek judicial review of this order by the Utah Supreme Court.

0. For all purposes, the Chairman’s signature on a faxed copy of this Order

shall be deemed the equivalent of a signed original

DATED this & day of M= W[‘C F 2012.

STATE OF UTAH
BOARD OF OIL, GAS AND MINING

qu /- %’kﬂ,i;k__

@és T. Jensen, Cheilrman




CERTIFICATE OF SERVICE

I hereby certify that I caused a true and correct copy of the foregoing FINDINGS
OF FACT, CONCLUSIONS OF LAW AND ORDER for Docket No. 2012-005, Cause
No. 241-09 to be mailed with postage prepaid, this 77 day of March , 2012, to the

following;:

Relma M. Miller
6925 Union Park Center, Suite 525
Cottonwood Heights, UT 84047

Michael S. Johnson

Assistant Attorneys General

Utah Board of Oil, Gas & Mining
1594 West North Temple, Suite 300
Salt Lake City, UT 84116

[Via Email]

Steven F. Alder

Assistant Attorneys General

Utah Division of Oil, Gas & Mining
1594 West North Temple, Suite 300
Salt Lake City, UT 84116

[Via Email]

Kerr-McGee Oil & Gas Onshore LP
Attention: Shea Kaufman, Landman
1099 18th St.

Denver, CO 80202

United States of America
Bureau of Land Management
Utah State Office

Attn: Roger L. Bankert

P.O. Box 45155

Salt Lake City, UT 84145-0155

Kirt W. Dimick
1224 S. 2350 E.
Price, UT 84501

JTJJ Enterprises
P.O. Box 946
Price, UT 84501

Leon Bawden
2056 E. Norwood St.
Mesa, AZ 85213

Peter R. Tomadakis
784 N. 300 W.
Spanish Fork, UT 84660

Leona F. Leautaud
1855 E. 500 S.
Price, UT 84501

Clara Lee Bawden
2056 E. Norwood St.
Mesa, AZ 85213

Verdis L. & Pauline R. Barker
1400 Barker Lane
Price, UT 84501

Kevin Don Varner
P.O. Box 866
Price, UT 84501



Clyde Lee Bawden
2625 N. Val Vista Dr.
Mesa, AZ 85213

John William Tomadakis
2844 E. Old Wellington Rd.
Price, UT 84501

Carbon County
120 E. Main
Price, UT 84501

Clifford P. & Kathleen A. Coppersmith
1189 S. 2030 E.

Price, UT 84501

David D. & Jolynda Varner

351 S.2500 E.

Price, UT 84501

John A. & Teresa M. Leautaud
1747 E. 1000 S.
Price, UT 84501

Clinton G. & Kara J. Nielsen
1155S.2030E.
Price, UT 84501

Denis Matrelli
P.O.Box 83
Price, UT 84501

Joseph Bud & Shirley Lee Fausett
1644 E. 500 S.
Price, UT 84501

William T. & Diana L. Palmer
1145 S. 2030 E.
Price, UT 84501
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VK Ranch Inc
351 S. 2500 E.
Price, UT 84501

John M. & Dixie Lee Gomez
541 S. 1750 E.
Price, UT 84501

Circle K Ranch
850 S. Carbon

Price, UT 84501
[Undeliverable]

Rosella Fausett
800 S. 2500 E.
Price, UT 84501

Linda Lee Leautaud
1798 E. 500 S.
Price, UT 84501

G. Brent & Marjorie L. Baker
1465 Barker Lane
Price, UT 84501

Lorraine Ferguson
5452 S. 600 W.
Riverdale, UT 84405

Ted K. & Margaret Wells
579 S. 1750 E.
Price, UT 84501

James N. & Jeanne P. Marrs
1225 S. 2350 E.
Price, UT 84501



Fausett Sisters, L1.C
800 S. 2500 E.
Price, UT 84501

Fern Fausett
800 S.2500E.
Price, UT 84501

Marie Fausett
800S.2500E.
Price, UT 84501

Ted & Racquel Pappas
698 W. 700 N.
Price, UT 84501

Joy Technologies, Inc.
1556 E. 100 S.

Price, UT 84501
[Undeliverable]

Jerry Carlson Properties, LL.C
140 N. Cedar Hills Dr. 6A
Price, UT 84501

Sarah C. Nielsen
228 N. 5th Ave.
Price, UT 84501

Ted Fausett
800 S. 2500 E.
Price, UT 84501

Vern D. & Beverly B. Nielsen
P.O. Box 274

Huntington, UT 84528
[Undeliverable]
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John R. & Diane Olson
349 Crestview Dr.
Price, UT 84501

Glenn T. Etzel
230 N. Hospital Dr., Ste. 5
Price, UT 84501

Ruth D. Pickett
901 Orchard St.
Dammeron Valley, UT 84783

Bureau of Land Management

Moab Field Office

Attn: Eric Jones, Petroleum Engineer
82 East Dogwood

Moab, UT 84532

Rex Dee Bacock
241 P.O. Box
Fairview, UT 84629
[Undeliverable]

Joyce Williams

4715 E Princeton Ave
Fresno, CA 93703-1656
[Address updated 2/1/2012]

Troy D. & Jamie I. Mogensen
PO Box 428

Price, UT 84501-0428
[Address updated 12/29/2011]

Heirs and/or Devisees of
Ginny N. Bawden (deceased)
2056 E. Norwood St.

Mesa, AZ 85213



Kelly D. & Theresa A. Terry
1190 S. 2030 E.
Price, UT 84501

Kathy Lee Paddock
1066 S. 2030 E.
Price, UT 84501

Paul L. & Velma L. Dimick
1589 S. 2350 E.
Price, UT 84501

Christopher R. Dimick
1220 S. 2350 E.
Price, UT 84501

Travis & Rachele Donathan
621 E. 100 S.
Price, UT 84501

Aaron D. Dimick
1589 S. 2350 E.
Price, UT 84501

George E. Tomadakis
5203 Holder Dr.
Salt Lake City, UT 84120

Ralph C. Keele, Jr.
117 S. 400 E.
Price, UT 84501

Lynda C. Varner
P.O. Box 866
Price, UT 84501
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James L. & Gaye F. Norton
975 S. 2500 E.
Price, UT 84501

Gary Lee & Earlene Anderson
800 S. 2500 E.
Price, UT 84501

Glen A. & Esther Clark
887 S 2500 E

Price, UT 84501-3803
[Address updated 1/5/2012]

Sean E. & Audrey D. Anderson
P.O. Box 315
Price, UT 84501

John R. Woolsey
3253 E. Hwy 6
Price, UT 84501

Verl G. & Marjorie T. Smart
427 Huntington Dr.
Bountiful, UT 84010

Jason C. Varner
P.O. Box 866
Price, UT 84501

Guymon Family Ltd.
1452 Eastridge Rd., #A
Price, UT 84501
[Undeliverable]

Travis D. & Cathy J. Leautaud
1721 E. 500 S.
Price, UT 84501



Ervin D. & Carol A. Fausett
1752 E. 500 S.
Price, UT 84501

Douglas & Robyn Fausett
1752 E. 500 S.
Price, UT 84501

Laurence D. & Kathryn Gilson
611 S. 1750 E.
Price, UT 84501

Pat C. & Joyce L. Worley
1854 E. 500 S.
Price, UT 84501

Dennis & Dot F. Cole
1720 E. 500 S.
Price, UT 84501

June Fausett
800 S. 2500 E.
Price, UT 84501

Allen Babe Fausett
800 S. 2500 E.
Price, UT 84501

Bert H. & Ada R. Frandsen
1655 E. 500 S.
Price, UT 84501

Price Utah LL.C
136 E. South Temple, Ste. 2100
Salt Lake City, UT 84111

Gary L. Lyon
1723 E. 500 S.
Price, UT 84501

Sherald W. & Emma Lou Law
1550 E. 500 S.
Price, UT 84501

Ted R. Nielsen
1630 Airport Rd.
Price, UT 84501

Marvin J. Mutz
391 Giraud Ave.
Price, UT 84501

Price City
185 E. Main Street
Price, UT 84501

Savage Coal Services Corporation
6340 S. 300 E. NO 600
Salt Lake City, UT 84121

Richard L. Fennemore
395 N. 600 E.
Price, UT 84501

Heirs and/or Devisees of
Jessie Etzel, deceased

230 N. Hospital Dr., Ste. 5
Price, UT 84501

Devon Uinta Basin Corporation
20 N. Broadway Ave., Ste. 1500
Oklahoma City, OK 73102-8296

First National Company of Marshall
225 Barrone St., 10th Floor
New Orleans, LA 70139



Kidd Family Partnership
3838 Oaklawn Ave.
Dallas, TX 75219-4506

Robert L. Bayless Producer, LLC

621 17th St., #2300
Denver, CO 80293

bie o (o

14



